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Ontario 


To 

The Honourable 
Lincoln M. Alexander, 
P.C., Q.C., K. St. J., B.A., L.L.D. 


Lieutenant-Governor 
of the Province of Ontario 


May It Please Your Honour: 


For the information of Your Honour 
and the Legislative Assembly of 
Ontario, it is my privilege to present the 
Annual Report of the Ontario Ministry 
of Energy for the fiscal year ending 
March 31, 1989. 


Respectfully submitted, 


Lyn McLeod 
Minister of Energy 
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Minister's Message 


| was greatly honoured to be appointed 
Minister of Energy by Premier David Peterson 
in the summer of 1989. The Ministry plays an 
important role in shaping Ontario's response to 
some of the most profound challenges ever to 
confront modern civilization. 


In the past year important progress has been 
made in putting Ontario on the path toward a 
sustainable society. New values have been 
instilled in our planning to meet future needs 
for electricity. As a matter of government 
policy, Ontario Hydro now puts energy conser- 
vation and efficiency first as the answer to 
growing demand. 


Amendments to the Power Corporation Act 
introduced in the Legislative Assembly will 
ensure that Hydro remains responsive and 
sensitive to the people and government it 
serves. 


Through regulations being issued under other 
new legislation, the Energy Efficiency Act, 
Ontario is taking the lead in Canada in adopting 
energy efficiency performance requirements for 
household appliances and other energy using 
equipment. These regulated standards will lead 
to lasting gains in energy efficiency in the 
province. 


In a period of low conventional energy prices, 
the ministry's support is vital to keep research 
and development alive and thereby expand 

Our range of energy options. Under our 
EnerSearch program dozens of promising 
technologies for using energy more efficiently 
or tapping alternative energy sources are being 
developed. | am pleased that the provincial 
Treasurer, in his spring budget, committed $3 
million to extend this program for 1989-90. 


One of my first engagements in my new 
portfolio was to co-chair the federal-provincial- 
territorial meeting of energy ministers held in 
Toronto in late August. 


The ministers agreed to work toward a 20 per 
cent reduction in carbon dioxide emissions in 
order to moderate the global warming trend. 
We committed ourselves to such directions as: 
increased energy conservation and efficiency 
measures; more R&D; keeping options open to 
substitute other energy forms for fossil fuels; 
using reforestation and other measures as 
"sinks" for carbon dioxide; setting an example 
in governments’ own use of energy; and finally, 
public education. 


We also agreed to reconvene in a special 
meeting in six months to consider energy and 
environment and specific measures to respond 
to the challenge of the greenhouse effect. 
Concurrently, Ontario's Round Table on 
Environment and Economy, of which | ama 
member, will continue its deliberations to turn 
the concept of sustainable development into 
steps for action at the provincial level. 


We cannot underestimate the importance of 
public education on the energy choices facing 
the province, the nation and the world. We may 
have to accept lifestyle changes to avoid 
intolerable pressure on our climate, lakes and 
other aspects of the ecological system. Difficult 
decisions are necessary to achieve a balance 
between energy needs and protection of the 
environment. Providing leadership to build an 
informed public consensus on energy choices 
is perhaps the most crucial priority the ministry 
must and will address in the coming months. 


| look forward to working with the ministry's 
many partners in the energy sector as we rise 
to the challenge of sustaining economic growth 
while preserving the environment on which life 
depends. 
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Lyn McLeod 
Minister 


Deputy Minister's Message 


As a recently appointed deputy minister, | have 
been impressed with the range, depth and 
complexity of the many issues handled within 
the Ministry of Energy. By its very nature, 
energy use affects each one of us in terms of 
our economic well-being, quality of life and 
comfort. It is for this very reason that the 
ministry pursues a wide range of initiatives that 
influence energy production and consumption 
throughout the province. 


The ministry's principal objective of encourag- 
ing energy conservation and improved effi- 
ciency in all sectors of the Ontario economy 
has a major bearing on industrial competitive- 
ness and directly reduces the impact of energy 
use on the environment. It also saves money. 
Some examples of ministry initiatives that 
support this objective are the Municipal 
Buildings Energy Efficiency Program, which 
assists municipalities to implement energy 
saving measures in their facilities while 
promoting long-term energy efficiency planning 
and management; the Energy Efficiency Act, 
which will improve the energy efficiency of 
major energy using products sold in Ontario; 
and the Industrial Energy Services Program, 
which helps Ontario industries improve their 
energy efficiency and industrial competitive- 
ness. 


By using energy wisely and efficiently, we will 
maintain a strong and vigorous economy, 
improve the security of our energy supplies, 
and perhaps most important, help protect our 
environment from the effects of acid rain and 
greenhouse gases. 


The Premier's Round Table on Environment 
and Economy - which promotes the concept of 
sustainable development originating in the 
Brundtland Commission Report, "Our Common 
Future" - and the Federal/Provincial Task Force 
on Energy and the Environment have echoed 
the theme that promotion of energy efficiency 
is a vital element in reducing the environmental 
impact of development. The Ministry of Energy 
will continue to take a leadership role in this 
thrust through its wide range of energy policies 
and programs, recognizing that global prob- 
lems cannot wait for solely global solutions. 
Sustainable development must be both 
economically and environmentally sound in the 
province. 


Major amendments to the Power Corporation 
Act, the principal legislative authority for 
Ontario Hydro's operation, together with a 
memorandum of understanding, were intro- 
duced during the year. The amendments have 
several goals including the development of a 
clear definition of the relationship and respec- 
tive responsibilities of the government and 
Ontario Hydro. 


The ministry took the lead role in a review of 
Ontario Hydro's Draft Demand/Supply Planning 
Strategy involving a dozen government 
ministries. A second review was undertaken by 
an independent technical advisory panel 
appointed by the Minister of Energy, which 
completed its report during the year. These 
reviews have given guidance and direction to 
the Demand/Supply Plan which Ontario Hydro 
is preparing for delivery in the fall of 1989. 


The ministry continued monitoring the deregu- 
lation of the Canadian natural gas market in the 
interests of all energy users and published a 
natural gas buyers handbook during the year to 
assist natural gas buyers make informed 
purchase decisions. Gas supply arrangements 
were referred to the Ontario Energy Board and 
in October 1988 the board issued a final report 
making recommendations on gas purchases by 
natural gas distributors within the province. 
This report will be taken into account as a 
provincial natural gas policy is developed. 


In 1988-89 the ministry continued to demon- 
strate leadership in the implementation of the 
government's Strategies for Renewal and 
Employment Equity. A comprehensive two-year 
employment equity program has been pro- 
posed. 


My appointment to the ministry commenced 
May 1, 1989. Upon arrival, | found a strong 
team of highly dedicated staff committed to 
serving the people of Ontario. In the forthcom- 
ing year, | intend to build on this foundation by 
encouraging personal development to enable 
the ministry to meet its very ambitious energy 
goals. 
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Thomas Sosa 
Deputy Minister 


Making Energy Matter 


Ontario's economic strength and standard of 
living are closely tied to the supply and price of 
energy and the goods and services energy 
makes possible. Moreover, the production and 
use of energy have environmental impacts that 
must be managed carefully to ensure that our 
quality of life is sustainable in the future. 


The mandate of the Ministry of Energy is to 
ensure that Ontario has access to adequate, 
diverse and secure supplies of energy at 
reasonable prices, and with a minimum impact 
on the environment. A further responsibility is 
to encourage prudence in the use of energy. 
The ministry reviews energy matters on a con- 
tinuing basis, formulates policies, implements 
programs and coordinates all energy-related 
activities of the Government of Ontario. 


Through Ontario Hydro, a statutory corpora- 
tion, the province is a significant producer of 
electricity. The Minister of Energy is the 
minister responsible to the Legislative Assem- 
bly for Ontario Hydro. 


In fulfilling its mandate, the ministry deals with 
both the supply and demand sides of the 
energy equation. On the supply side, it works 
to expand the availability of energy in Ontario 
and stimulates the search for both conventional 
and alternative energy sources. On the 
demand side, it encourages the wise use of 
energy by promoting energy conservation and 
efficiency to industries, institutions and the 
public. And to accelerate progress, the ministry 
fosters research and development of both new 
energy sources and new energy-efficient 
technologies. 


The ministry works with an array of partners - 
ranging from Ontario Hydro to a mill with a 
small hydro plant, from major oil companies to 
budding electronics firms, from large industrial 
users to residential consumers, and from 
populous urban centres to small towns. Its 
ultimate client is the people of Ontario, since 
we all use energy. 


CURRENT PRIORITIES 


The ministry's highest priority is energy 
efficiency to make industry more productive, 
provide consumers with less expensive energy 
services and protect the environment. The 
prudent use of energy keeps costs down in 
both service industries and manufacturing, and 
makes our products more competitive in world 
markets. Energy efficiency also reduces the 
need for capital spending on pipelines and 
power plants and cuts consumer energy bills, 
leaving more money available for other public 
and private purposes. And by husbanding 
precious energy resources, the province 
reduces pressure on the environment and 
helps respond to such global challenges as the 
greenhouse effect. 


The Minister of Energy is a member of 
Ontario's Round Table on Environment and 
Economy, appointed by the government to find 
ways to implement the findings of the interna- 
tional Brundtland Commission. This highly 
influential commission called for sustainable 
development, which it defined as meeting "the 
needs and aspirations of the present without 
compromising the ability to meet those of the 
future." Energy efficiency is a pivotal strategy 
for furthering this goal by safeguarding the 
environment. 


CANADA'S ENERGY-EFFICIENT RECORD 


A cold climate, long distances and an energy- 
intensive economy make Canadians relatively 
high consumers of energy from all sources. 
Energy intensity - which tells us how much 
energy is used to produce a dollar of output - is 
a good yardstick for international comparisons. 
Despite a 24 per cent drop in our overall 
energy intensity between 1973 and 1986, the 
Canadian economy remains the most energy- 
intensive of the leading industrial nations. 


A number of Canada's key industries, such as 
pulp and paper, chemicals and primary metals, 
are heavy users of energy, which can account 
for more than 20 per cent of their total costs. 
This helps explain why Canada's industrial 
sector is the most energy-intensive among the 
world's major economies. And our 16 per cent 
improvement in industrial energy-intensity 
between 1973 and 1986 was below that 
achieved by our chief international competitors. 


ONTARIO'S ENERGY PROFILE 


Ontario is Canada's largest energy-consuming 
province, accounting for one third of Canadian 
energy requirements. In 1988 the province's 
wholesale energy cost was $12.5 billion, 
equivalent to about 5 per cent of the value of 
all goods and services produced. 


In terms of end use, 38 per cent of Ontario's 
energy demand is met by oil, 30 per cent by 
natural gas, 18 per cent by electricity, 8 per 
cent by coal and the rest by other fuels. 
Ministry of Energy projections to the year 2000 
indicate that Ontario's total demand for energy 
will rise by an annual average of 2 per cent as 
our economy and population continue to grow. 
During that time, the demand for oil is expected 
to increase by a yearly average of 1.4 per cent, 
natural gas by 2 per cent, electricity by 2.8 per 
cent and coal by 2.9 per cent. 


INFORMATION RESOURCE CENTRE 


Given the critical significance of energy issues, 
sound information is urgently needed for 
planning and decision-making. The Information 
Resource Centre, located at the ministry's 
head office in Toronto, meets this need by 
providing materials and services to both 
government staff and the general public. A 
comprehensive collection of resources is 
available on topics ranging from conventional, 
alternative and renewable energy sources to 
energy policy, conservation and technology. 
Topical issues, such as energy and the 
environment, appliance efficiencies and 
superconductivity, are monitored regularly and 
included in the collection. 


HUMAN RESOURCE MANAGEMENT 


The results achieved by an organization 
depend first and foremost on the performance 
of its employees. The Ministry of Energy is 
staffed by dedicated individuals committed to 
working together as a team. Senior manage- 
ment supports strongly the government's cor- 
porate objectives of Strategies for Renewal and 
employment equity. A flexible human resources 
planning approach has been put into place, so 
that new initiatives can be added continually. 
This process will help to develop employment 
equity as a management philosophy and make 
it an integral part of human resources planning 
and management. 
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FRENCH LANGUAGE SERVICES 


The Ministry of Energy and the Ontario Energy 
Board are finalizing a three-year implementa- 
tion plan as stipulated by the French Language 
Services Act, 1986. 


This Act guarantees to all persons and corpo- 
rate entities the right to communicate with the 
government and to receive services in the 
French language. 


Certain staff positions dealing with the public 
will be occupied by bilingual employees able to 
provide quality French language services to 
francophone Ontarians. 


All general interest publications are being 
translated and will be released simultaneously 
in both English and French. Signs and public 
notices as well as forms and documents are 
also being produced in both official languages 
in preparation for the French Language 
Services Act which becomes effective on 
November 19, 1989. 


Managing the Demand 


for Energy 


Reducing the demand for energy is an alterna- 
tive to producing new supplies. The ministry is 
therefore encouraging Ontario society to use 
energy wisely, invest in energy-saving technol- 
ogy and diversify to cleaner and more efficient 
fuels. A big part of our challenge is to change 
the attitudes and habits of both the public and 
business users. 


A MORE RESPONSIVE ONTARIO HYDRO 


Ontario Hydro is one of the largest and most 
technically advanced electric utilities in North 
America. A major goal of the government is to 
ensure that Hydro continues to respond to 
public priorities in the future. To encourage a 
closer working relationship between Hydro and 
the government and people it serves, amend- 
ments to the Power Corporation Act were 
introduced in the Legislative Assembly this 
year. 


The proposed changes in the statute governing 
Hydro clearly establish the government's role in 
outlining the policy framework within which the 
utility operates. The bill empowers the govern- 
ment to issue policy statements that Hydro 
must respect, on matters relating to Hydro's 
exercise of its duties. It also gives the govern- 
ment the authority to require the utility to 
submit plans and reports for examination. 


MEMORANDUM OF UNDERSTANDING 


A key provision of the bill requires Ontario 
Hydro to sign a new memorandum of under- 
standing with the government, to take effect 
when the legislation passes. 


The new memorandum sets out joint objectives 
for the government and the utility in such areas 
as electricity conservation, environmental 
protection and encouragement of renewable 
energy supplies. It also establishes a new 
system of consultation and reporting that gives 
the government early access to Hydro's 
planning information, for review and comment. 


The formation of a Hydro committee, chaired 
by the Premier and comprising members of 
Executive Council, is a central feature of the 
new system. The committee will meet quarterly 
with Hydro's chairman and president to ensure 
that the utility is aware of and responds to a 
wide set of government concerns. 


CONSERVATION AND 
PARALLEL GENERATION 


The proposed legislation strengthens Ontario 
Hydro's capacity to promote electricity conser- 
vation and parallel generation by allowing 
Hydro to provide incentives and technical 
assistance for these purposes. In addition, the 
new memorandum of understanding calls on 
Hydro to submit plans and targets for electricity 
conservation and parallel generation. This will 
allow the ministry to play an active and ongoing 
role in assessing Hydro's objectives in these 
areas as well as its methods of attaining them. 


ENERGY SECURITY UNDER FREE TRADE 


The amendments to the Power Corporation Act 
also contain sections designed to preserve the 
government's ability to carry out energy policies 
for the good of Ontario and Canada under the 
free trade agreement with the United States. 
These sections reassert Ontario's traditional 
and constitutional rights in electricity matters. 


The measure provides that Ontario Hydro will 
give priority to the electricity needs of Ontario 
and Canadian consumers. Electricity will be 
contracted for export only when it is surplus to 
the needs of domestic customers, and only 
when the price is higher than the domestic 
price paid by Canadians for equivalent service. 


NEW VALUES IN ELECTRICITY PLANNING 


Electricity planning in Ontario has changed 
direction to incorporate new values. As a 
matter of government policy, Ontario Hydro 
now stresses energy conservation and effi- 
ciency first. 


Demand management is not just a short-term 
expedient to respond to temporary pressures, 
but a permanent part of our mix of energy 


options. While Ontario will eventually need new 


supplies, demand management extends the 
time before new generating facilities become 
necessary. It also reduces pollution, saves 
money and makes Ontario more competitive. 


After examining Hydro's Draft Demand/Supply 
Planning Strategy, the government directed 
Hydro to find more ways of reducing the 
demand for electricity. The utility has identified 
4500 megawatts of demand management 
measures that could be implemented by the 
year 2000 - more than equivalent to one large 
scale electricity plant. 


SPEARHEADING ENERGY EFFICIENCY 


The ministry provides leadership and acts as a 
catalyst for energy efficiency in various sectors 
of society. It works to remove barriers to 
energy efficiency by offering technical exper- 
tise, updating standards, developing regula- 
tions, providing financial assistance for building 
retrofits and encouraging the sharing of 
information. 


NEW LEGISLATION PASSED 


Ontario's Energy Efficiency Act, the first of its 
kind in Canada, took effect in 1988. Regula- 
tions under this Act will result in permanent 
structural improvements in energy efficiency in 
the province. 


As authorized by the act, the government is 
issuing regulations to ensure that major 
appliances and other energy-using products 
sold in Ontario are tested for energy efficiency 
based on acceptable, recognized procedures. 
The legislation also enables the government to 
introduce minimum standards of energy 
efficiency for these items - which range from 
home refrigerators and clothes dryers to 
commercial air conditioning systems and 
industrial motors. 


Solar energy is just one 
of the alternatives to 
fossil fuels being 
explored by the Ministry 
of Energy. 


Besides providing Ontario consumers with 
access to energy-efficient products, the new 
act will assist in strengthening the long-term 
prospects of the province's appliance manufac- 
turers. There is substantial trade with the 
United States in this industry and the U.S. has 
already introduced similar legislation. Ontario's 
Energy Efficiency Act will ensure that Ontario 
does not become a dumping ground for 
inefficient American appliances. 


One of the first products to be regulated will be 
electric water heaters. Models meeting the new 
standards will use 20 per cent less electricity to 
keep water hot than do heaters sold today . 
The phasing in of these more efficient appli- 
ances could lead to total savings of $9 million 
annually by the year 2000 (at present energy 
prices) . 


COMMERCIAL SECTOR CUTS COSTS 


Commercial buildings account for about one 
seventh of Ontario's energy consumption or $2 
billion worth. In 14 cities throughout the 
province, building owners and managers have 
realized the benefits of energy efficiency with 
the help of two ministry programs. 


The Downtown Energy Forum has assisted 
participating firms in the downtown cores of 
Toronto and Ottawa to save $10 million a year. 
And the Cities Energy Forum has offered 
similar opportunities to smaller urban centres. 


Both programs encourage voluntary energy 
management in commercial buildings and have 
been received enthusiastically by the communi- 
ties involved. They feature seminars, meetings 
and an annual forum where building operators 
can learn about the latest technologies and 
compare notes on energy cost-cutting meas- 
ures. 


The Cities Forum program also helps to fund 
the work of a special energy co-ordinator in 
each community, in co-operation with the local 
chamber of commerce. 


MUNICIPALITIES SAVE ENERGY 


Ontario's municipalities spend a sizable share 
of their total budgets on energy. If the energy 
bill falls, the cost of local government opera- 
tions can be lowered while maintaining levels of 
service. 


The Municipal Buildings Energy Efficiency 
Program (MBEEP) provides financial assis- 
tance to municipalities for energy audits and 
building retrofits having a payback period of 
two to five years. This initiative, launched in 
January 1989, builds on the success of the 
earlier Municipal Oil Conversion and Energy 
Conservation Program that enabled 400 
municipalities to save an estimated $6.3 million 
in annual energy costs. 


The ministry and Ontario Hydro this year 
initiated a $1.5 million pilot program to help 
municipalities retrofit their current streetlighting 
with more energy-efficient lights. The switch 
could reduce electrical bills for streetlighting by 
half and pay for itself within four to seven 
years. 


MAINTAINING A COMPETITIVE EDGE 


Ontario's industries must keep pace with 
international gains in energy efficiency in order 
to remain competitive in world markets. 


The Industrial Energy Services Program 
provides free on-site audits to determine the 
energy efficiency of major processes and 
equipment and recommend energy efficiency 
measures to reduce overall costs. The program 
also supplies grants for feasibility studies and 
project engineering. 


This "flagship" initiative in the industrial sector 
has been well received by the ministry's clients. 
In the past two years, 207 industrial plants 
have taken advantage of this customized 
support to identify energy savings of almost 10 
per cent per plant. The potential yearly savings 
identified total $27.8 million. More important, 
based on the stated intentions of clients to 
implement the findings, $14 million in annual 
energy savings or more than 50 per cent of the 
identified opportunities could be realized. With 
a program expenditure of just $1.675 million 
over the two years, this program has proven 
highly cost-effective. 


INDUSTRIAL DEMONSTRATION PROJECTS 


The ministry supports projects to demonstrate 
improvements in industrial energy efficiency. 


A long-standing problem has been the effi- 
ciency level of conventional steam boilers, 
which waste as much as one third of the 
energy produced. With ministry assistance, a 
Lever Brothers Ltd. plant in Toronto has 
installed a unique two-stage heat recovery 
system that recoups heat from flue gas 
produced by three boilers. The recovered heat 
is used to preheat make-up feed water for the 
boilers, increasing steam plant efficiency by 9.4 
per cent. The system can be implemented in all 
types of conventional steam plants or combus- 
tion furnaces. 
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In other industrial demonstrations under way 
this year, the Macassa Division of LAC 
Minerals Ltd. in Kirkland Lake installed a 
system to recover waste heat from mine air 
compressor cooling water to use in preheating 
mine shaft ventilation air; and the Hendrickson 
plant in Stratford replaced an electric heating 
system used in manufacturing automotive 
springs with an energy efficient rapid-fire gas 
system. 


REMOVING ROADBLOCKS 
TO FUEL SUBSTITUTION 


For energy, economic and environmental 
reasons, the ministry is promoting a wider role 
for clean-burning alternative transportation 
fuels like propane and natural gas. Action was 
taken this year to build a market for these 
options by giving consumers, businesses and 
institutions the information needed to make 
sound choices, and by supporting development 
of the new technology these fuels require. 


Demonstration projects, such as the operation 
of natural gas buses by Mississauga Transit, 
received financial support. In addition, the 
ministry participated in the Shell Fuelathon, an 
annual competition which challenges student 
engineers from across North America to 
develop fuel-efficient vehicles. The contest, 
held at the Shell Research Centre's test track 
in Oakville, is expected to be expanded next 
year to feature an alternative fuels category. 
And with ministry funding, Centennial College 
in Metro Toronto introduced a mobile training 
van to provide training in natural gas and 
propane vehicle conversions around the 
province. 


Through programs for the transportation 
sector, the ministry helps overcome technical 
barriers to the acceptance of alternative fuel 
technologies. 


This year Ontario's natural gas utilities received 
funding to evaluate a home compressor for use 
with natural gas vehicles. The convenient 
device fills the natural gas cylinder on the car 
overnight. Success could encourage more 
widespread use of natural gas as an automo- 
tive fuel. 


The ministry also participates in the Technol- 
ogy Development Funds of the Canadian Gas 
Association and the Propane Gas Association 
of Canada. These funds are now developing 
gaseous fuel injection technology for use in 
natural gas and propane vehicles, respectively. 


Strengthening the security 


of energy supplies 


Burning wood waste for 


energy can benefit 


Northern Ontario forest 
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companies. 


While working to manage energy demand, the 
ministry also seeks to expand energy supplies. 


In fossil fuels, the ministry fosters a properly 
functioning market by encouraging access to a 
range of supply alternatives. This indirect 
approach is important, since virtually all the oil, 
gas and coal used in Ontario comes from 
outside the province and the government has 
little influence over price and availability. 


Electricity is a different matter, since almost all 
electricity consumed in Ontario is produced 
within the province. This makes electricity 
supply one of the key energy issues facing 
Ontario and the ministry. 


TOWARD A CONSENSUS ON 
ELECTRICITY OPTIONS 


Even with progress in demand management, 
Ontario will still require new supplies of 
electricity within the next decade, according to 
forecasts by the ministry and Ontario Hydro. 
The ministry this year began seeking a 
consensus on the mix of supply options that 
will best suit Ontario's social, environmental 
and economic needs. The choices include new 
generating stations, expansion of existing 
facilities, more emphasis on parallel generation 
and small hydro, power purchases from other 
provinces, or some combination of the above. 


As part of the decision-making process, two 
intensive reviews of Ontario Hydro's Draft 
Demand/Supply Planning Strategy were 
completed - one by a dozen government 
ministries and another by an independent 
technical advisory panel. The latter group 
recommended a thorough inquiry into the costs 
of future CANDU nuclear stations. This was 
conducted by a second expert panel, which 
found that Hydro's cost estimates had been 
prepared meticulously. In addition, Ontario this 
year supported the referral of the nuclear 
waste disposal issue to environmental review 
under federal auspices. 


Ontario Hydro is expected to submit its 
Demand/Supply Plan, with proposals for the 
future of the province's electricity system, in 
the fall of 1989. 


PARALLEL GENERATION 
GAINS MOMENTUM 


Parallel generation, also called non-utility 
generation (NUG) , refers to the production of 
electricity in facilities not owned and operated 
by Ontario Hydro, but directly or indirectly 
connected to Hydro's system. Parallel genera- 
tors - which include municipal, industry and gas 
utilities as well as entrepreneurs - sell their 
electricity to Hydro for distribution to other 
customers. 


This alternative will receive a new impetus from 
the government's parallel generation policy 
paper, initiated in 1988 and scheduled to be 
approved in summer 1989. The policy will set 
higher targets for Ontario Hydro (up to 2000 
megawatts by the year 2000) and will call for 
an examination of the rates Ontario Hydro pays 
parallel generators. 


This year, in its conservation plan, Hydro set a 
goal of 1,000 additional megawatts of parallel 
generation capacity by the year 2000 - the first 
time the utility has ever announced a firm 
target for this option. 


To spark growth in the parallel generation 
industry, the Non-Utility Generation Advisory 
Council was formed in fall 1988 with members 
from the private sector, Ontario Hydro and the 
ministry. Its role is to coordinate activities, build 
consensus and serve as a sounding board for 
emerging policies and programs. The council 
provided valuable assistance in formulating the 
government's parallel generation policy. 


Parallel generation includes electricity pro- 
duced from a variety of sources, ranging from 
waterpower to energy from waste plants. 
However, cogeneration, a highly efficient 
process that produces electricity and usable 
heat from the same fuel, is likely to provide the 
most significant energy contribution of all 
parallel generation sources. 


In response to rising interest in this alternative, 
the ministry this year teamed up with Ontario 
Hydro and the Ontario Natural Gas Association 
to publish a sourcebook for potential cogenera- 
tors. The publication outlines the types of 
systems on the market as well as information 
on suppliers, utility contacts, the approval 
process, legislation and other details. 


Many private electricity producers use the 
power themselves instead of selling to the 
central grid. This year a cogeneration demon- 
stration project started up at Lutherwood 
Children's Mental Health Centre in Waterloo, 
with financial assistance from the ministry. 

A small natural gas engine is now supplying 
electricity for the facility as well as heat to 
warm the swimming pool. First year savings of 
$3,500 are expected. 


SMALL HYDRO DRAWS A CROWD 


Privately owned waterpower facilities help to 
diversify Ontario's energy supply and will 
contribute hundreds of megawatts of new 
generation capacity in the coming years. The 
ministry favours development of hydraulic sites 
in the province, consistent with sound eco- 
nomic, social and environmental principles. 


This year the ministry sponsored the Small 
Hydro '88 International Conference and Trade 
Show in Toronto. The event showcased 
Ontario products and services for the water- 
power industry and attracted 450 delegates 
from 50 countries around the world. To support 
the conference, the ministry published a report 
on the international marketing prospects of the 
Ontario industry, plus an engineering handbook 
for waterpower developers. 


WOOD WASTE 
A RENEWABLE ENERGY SOURCE 


Each year northern Ontario's forest industries 
generate tonnes of sawdust, shavings and 
other by-products. The Northern Ontario Wood 
Energy Program supports the construction of 
commercial or industrial plants for burning 
these wood wastes to produce electricity or 
steam. These facilities solve a waste disposal 
problem while providing a renewable energy 
source to supplement conventional fuels. 


In projects under way this year, E.B. Eddy's 
sawmill at Nairn Centre has replaced natural 
gas with wood waste as the primary fuel ina 
thermal oil heating plant. The new system, 
which is saving $600,000 a year in energy 
costs while reducing the need for landfill 
operations, will pay for itself in just over three 
years. 


La Maison Verte, a greenhouse operation in 
Hearst, produces tree seedlings for reforesta- 
tion. The facility recently doubled the size of its 
nursery and at the same time converted its 
heating system from natural gas to wood-waste 
pellets. The conversion is saving the company 
about $45,000 annually and has a five-year 
payback. 


NATURAL GAS 
DEREGULATION PROCEEDS 


In the natural gas sector, the ministry favours 
competition as a means of enhancing security 
of supply. Competition encourages develop- 
ment of new and diverse supply sources and 
leads to supply arrangements that best fit the 
security needs of various gas users. 


This year the ministry continued to monitor the 
Canadian natural gas market and the process 
of deregulation that began in late 1985. It 
participated in National Energy Board (NEB) 
hearings to promote the evolution of a competi- 
tive market with an adequate level of supply 
security. 


For example, the ministry took an active part in 
the NEB hearing on the right of distributors to 
purchase gas from sources other than Western 
Gas Marketing Ltd., the sales arm of TransCa- 
nada Pipelines. In a decision that contributed 
significantly to creating a competitive market, 
the NEB allowed such purchases as of 
November 1, 1989. However, the issue was 
settled earlier, wnen Western Gas and the 
distributors renegotiated long-term contracts in 
October 1988. 


Within Ontario, Cabinet referred the question of 
gas supply arrangements to the Ontario 
Energy Board for public hearings. In October 
the board submitted its final report on how gas 
should be purchased by distributors and users 
in Ontario. The government indicated it will 
take the report into consideration in formulating 
a provincial natural gas policy. 


The ministry responded to one recommenda- 
tion immediately by publishing a handbook for 
natural gas buyers. This publication provides 
guidelines to help Ontario gas customers 
improve contracting practices. 


OIL PRICES UP 


Oil is Ontario's largest energy source and the 
ministry continually analyzes trends in oil 
production and pricing. This year the price of oil 
rose from a low of $10 (U.S.) a barrel in the fall 
of 1988 to $18 a barrel in the spring of 1989. 
The increase reflected OPEC production cuts 
following the cease-fire in the lran-lraq war, as 
well as the impact of accidents on North Sea 
drilling platforms and strong demand in late 
1988. 


An oil shortage simulation exercise was held 
this year in Ontario to test the provincial oil 
shortage contingency plan as well as the plans 
of various ministries and municipalities. 
Recommendations from the test evaluation 
were under review at year end. 


ONTARIO ENERGY CORPORATION 
SELLS ASSETS 


The Ontario Energy Corporation (OEC), wholly 
owned by the Ontario government, continued 
the process of winding up its investments this 
year. The major transaction was the sale of the 
OEC's two-thirds interest in Trillium Explora- 
tion, whose main interests were in the frontier, 
for $24.8 million. 


The corporation's only remaining asset with 
substantial value is its 25 per cent stake in 
Suncor Inc. The OEC continues to review the 
possibility of disposing of these shares. 


NEW ENVIRONMENTAL STANDARDS 
FOR REFINERS 


The ministry is closely observing the impact on 
Ontario's petroleum refiners of tougher 
environmental standards adopted this year. 
The refining industry - already a leader in 
monitoring pollutants - was chosen by the 
Ministry of the Environment to be the first 
sector to comply with the Municipal/Industrial 
Strategy for Abatement (MISA) . 


This strategy aims at the eventual elimination 
of toxic contaminants in municipal and indus- 
trial discharges into Ontario's waterways. 
Under the first phase, the refining industry 
began a 12-month period of monitoring 
discharges. This will be followed by a control 
phase that will establish criteria for choosing 
among abatement technologies. 


GASOLINE MARKET UNDER SCRUTINY 


Canada's second largest oil merger ever was 
completed in February 1989 when Imperial Oil 
Ltd. purchased Texaco Canada Inc. for $5 
billion. The ministry expressed concern to 
federal authorities about the potential impact 
on competition in smaller markets and on 
gasoline supplies to independent marketers. 


Also this year, Minister Robert Wong met 
personally with senior executives of the major 
oil companies to discuss gasoline prices in 
Northern Ontario. 


SHIPPING COAL BY PIPELINE 


An exciting research and development initiative 
is under way to create a radically different 
transportation system for moving Western 
Canadian coal to Ontario. In a concept being 
developed by UNOCAL, an oil company, coal 
will be shipped by pipeline in a coal-oil mixture. 


Ontario has pledged to contribute financially to 
the materials-testing phase of the project. If 
successful, the concept could reduce transpor- 
tation costs by 20 to 40 per cent - making low 
sulphur Western Canadian coal more competi- 
tive in the Ontario market. 


Oil products are 
Ontario's largest energy 
source but only two day's 
supply comes from 
within the province. 
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R&D: the quest for 
energy solutions 


Research and development is critical to evolve 
more energy-efficient technologies, so that we 
consume less energy at home and at work. 
This will buy time to shift to low energy paths 
based on renewable sources - sources which 
themselves must be nurtured through re- 
search, development and demonstration. R&D 
will also lead to energy solutions that are more 
friendly to the environment. 


YEAR THREE FOR ENERSEARCH 


The EnerSearch Program seeks out new 
technologies that produce or use energy more 
efficiently or tap new energy sources. By 
sharing the technological risks, the ministry 
helps stimulate R&D in a period of low conven- 
tional energy prices. Over the past three years 
government funding of $6 million has prompted 
R&D of $21.4 million and as a result 54 
promising new technologies are being devel- 
oped. 


The program covers up to half the net costs of 
research, development, testing and initial 
demonstration of energy technologies. Eligible 
projects include energy-efficient processes, 
devices, buildings and systems; energy-supply 
technologies and equipment; and fuel research 
and evaluation. 


ELECTRIC CAR ON THE WAY? 


A high priority is to find alternatives to fossil 
fuels in the transportation sector. One option 
could be the electric-powered vehicle. Dow 
Chemical has brought this closer to reality by 
developing a fuel cell exchange membrane that 
makes the cell four to six times more effective 
than previous models. The improved cell (built 
by Ballard Technologies) converts hydrogen 
fuel and oxygen from the air into electrical 
current and water. 


The new concept will be tested first in an 
industrial application using waste hydrogen at a 
Dow plant in Sarnia. EnerSearch is supporting 
the test, which is expected to run two years. A 
successful result could lead to installation of 
the fuel cell in automobiles as a non-polluting 
and energy-efficient replacement for the 
gasoline engine. 


NATURAL GAS FUEL INJECTION SYSTEM 


An EnerSearch project will make it more 
practical to operate today's fuel-injected cars 
and trucks on natural gas. The Canadian Gas 
Association, through ORTECH International, is 
developing, testing and marketing a computer- 
ized natural gas conversion kit known as the 
gaseous fuel injection system. The new 
technology, which could be applied to any car 
or light truck, is expected to improve energy 
efficiency by 10 per cent while reducing 
emissions, compared with existing natural gas 
and gasoline vehicles. 


TURN, TURN, TURN 


Ravendahl Energy Research Corporation has 
built a unique device to convert waste heat 
directly into electricity, with EnerSearch 
support. The concept is based on specially 
engineered metal alloys that change magnetic 
properties with slight variations in temperature. 
These materials are placed on a wheel which is 
alternately exposed to waste heat and then 
cooled near permanent magnets. The wheel 
turns as the materials gain and lose magne- 
tism, thereby generating electricity. A labora- 
tory-scale model proved the concept of 
converting waste heat into rotational energy, 
and EnerSearch this year awarded further 
funds to build a 1 kilowatt prototype. 


Microwave heating and 
automated conveyors 
use energy more 
productivly at MBM 
Ceramics. This is an 
EnerSearch project. 
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Ministry of Energy 
1988/89 Spending (by category) 


DESCRIPTION TOTAL 
eee 
1988/89 Estimates 44,052,643 
Plus Management Board Approvals * 2,555,650 
Adjusted Total 46,608,293 
Less 1988/89 Expenditures (38,176,594) 

Se Sp SNR AA LAAN RN HR SPE BT I LN SDAA A RSTO AEN NN OE EEE TCA 
Total Underspending 8,431,699 
SEN RIE is TF PLS PRE EE MD AE es An VAN DI DREN ERIE Bi BALE NY 
Less Management Board Offsets (6,384,200) 

Lalas LE PED MR PE I id ts De NR RS Ale Ne Oc es AL ok ed a WELL a SRE EA 
Adjusted Underspending 2,047,499 


(SES ER TNT BSI A TGS BLD EE A PS 8 SE TST 


* Includes salaries approved by the executive Council Act 


Ministry of Energy 
1988/89 Spending Distribution 


DIVISION EXPENDITURES 
Main Office 1,988,098 
Administrative Services 7,178,633 
Policy & Planning 4,794,440 


Ontario Energy Board 5,113,909 


Totals oe. Fl _ 88.176504 


Ministry of Energy 

Programs & Technology 
Project Expenditures 

1988/89 (Tabulated by Activity) 


ACTIVITY TOTAL $'s 

| SPENT 
Advisory Services 3,440,164 
Development/Demonstration 4,829,854 
Direct Support 4,906,721 
Education 265,091 
Program Administration * 3,406,922 
Program Development 262,343 
Research/Development 1,807,950 
Technology Transfer 182,468 


TOTAL # 
PROJECTS 


170 
i) 
123 
10 
11 
37 
18 


DETAILS OF SUB ACTIVITY FOR ADVISORY SERVICES: 


Energy Audit 1,969,454 
Energy Study 42,716 
Feasability Study 605,420 
Information Transfer 210,000 
Monitoring 71,890 
Training Advisory 540,684 
Total Advisory Services 3,440,164 


* No projects listed as all incur Program Administration costs 


Ministry of Energy 
Programs & Technology 
Project Expenditures 


1988/89 (Tabulated by Technology) 


TECHNOLOGY 


Agricultural Retrofit 
Buildings Retrofit 
Combustion Waste 
Computer Controls 
Electro- Technology 
Fusion 

Hydrogen 
Municipal Retrofit 
Natural Gas 

Other 

Propane 

R-2000 

Small Hydro 

Solar 

Wood Burning 


DETAILS OF SUB TECHNOLOGY FOR OTHER: 


Aggregate 
Co-Generation 
Ethanol 

Industrial Process 
Lignin 

Oil Conversion 
Other 

Peat 

Parallel Generation 
Renewable 
Transportation Technology Efficiency 


Total Other 


TOTAL $'s 
SPENT 


211,636 
2,214,755 
903,161 
131,769 
1,198,838 
121,708 
3,590 
1,499,704 
TAT 219 
11,246,502 
243,415 
73,392 
431,934 
36,587 
7,302 


646,530 

~ 1,584,291 
120,542 
1,949,886 
242,507 
10,977 
3,677,433 
22,718 
1,250,765 
RO OTA 
1,728,681 


11,246,502 


TOTAL # 
PROJECTS 


15 
43 
14 

2 


142 


The Methanol category was dropped in 1988/89. The Transportation Operator Efficiency, Transportation 
Technology/Equipment and the Transportation Vehicle Efficiency categories were combined into one 


category, Transportation Technology Efficiency, in 1988/89. 


Ministry of Energy 

Programs & Technology 
Project Expenditures 
1988/89 (Tabulated by Client) 


CLIENT TOTAL $'s 

| SPENT 
Agri-Industry 163,413 
Builders 140,610 
Churches/Temples 3,429 
Commercial Real Estate 638,956 
Farms 4,748 
Hospitals 92,319 
Industry 7,423,998 
Municipalities 1,614,013 
Ontario Government 2,388,540 
Organizations 286,967 
Other 546,293 
Research Institutions 351,933 
Schools 230,874 
Service Firms 306,808 
Tourist Industry 9,454 
Transportation Industry 1,776,284 
Universities/Colleges 332,040 
Utilities 2,790,832 


The Consumers and Retailers categories were dropped in 1988/89. The funding for these two Client groups 


was reallocated to the Corporate Relations Division for the fiscal year. 


TOTAL # 
PROJECTS 


ree 


Copies of this Annual Report and other 
ministry publications are available from the 
Ontario Government Bookstore at 880 Bay St., 
Toronto, Ontario. Drop into the Bookstore or 
write to: Publications Services Section, 5th 


Floor, 880 Bay St., Toronto, Ontario M7A 1 N8. 
Telephone: 965-6015. For toll-free long 
distance, call 1-800-268-7540 andin 
Northwestern Ontario call 0-Zenith 67200. 
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